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ACTION ARA-20 

INFO OCT-OI ISO-00 AID-20 CIAE-00 COME-00 EB-11 FRB-02 

INR-10 NSAE-00 RSC-01 TRSE-00 XMB-07 OPIC-12 SPC-03 

CIEP-02 LAB-06 SIL-OI OMB-01 SS-20 NSC-07 STR-08 L-03 

PA-04 USIA-15 PRS-01 DRC-01 /156W 

024272 

R07I913ZMAR 73 
FM AMEMBASSY SANTIAGO 
TO SECSTATE WASHDC 7703 

LIMITED OFFICIAL USE SANTIAGO 1 123 

E.O. 11652: N/A 
TAGS: EFIN, Cl 

SUBJ: CHILEAN EXCHANGE RATE POLICY 
REP: SANTIAGO 848 

1 . RELIABLE CENTRAL BANK SOURCE TOLD EMBOFF MARCH 6 
THAT PRESENT CENTRAL BANK POLICY IS TO LEAVE BROKERS' RATE 
(THIS PRINCIPALLY COVERS DIPLOMATIC MISSIONS AND OUTGOING 
CHILEAN TOURISTS) AT PRESENT RATE OF E750 PER DOLLAR 

WHILE DEVALUING BANKERS' RATE (USED FOR TRADE TRANSACTIONS) 
FROM PRESENT E450 LEVEL. RATES WOULD BE UNIFIED AT E750 
AND THEN MOVE ACCORDING TO INTERNAL PRICE MOVEMENTS AND 
CENTRAL BANK EXCHANGE RESERVE POSITION. WHEN EMBOFP MEN- 
TIONED TO SOURCE THAT SOME EXPERTS (FYI - IBRD MISSION 
CURRENTLY VISITING CHILE) BELIEVE BANKERS' RATE IS CURRENTLY 
OVERVALUED AND SUSTAINABLE ONLY BECAUSE OF HIGH COPPER 
PRICES, SOURCE REPLIED THAT THIS MIGHT BE THE CASE BUT IT 
DIDN'T REALLY MATTER. DURING 1974, HE SAID, CHILE'S 
EXPORTS AND IMPORTS ARE LARGELY PRICED INELASTIC 
AND THAT BY END OF YEAR FREQUENT SMALL DEVALUATIONS 
WILL HAVE CORRECTED ANY DISEQUILIBRIUM IN MARKET. 

LIMITED OFFICIAL USE 
LIMITED OFFICIAL USE 

PAGE 02 SANTIA01I23 071949Z 

2. COMMENT: WE BELIEVE CENTRAL BANK ANALYSIS PROBABLY 
IS CORRECT. 

POPPER 
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